CHINA CYCLE

would be subtly strengthened by the presence of thriving com-
mercial colonies at the population centres, and it would give
the impression at home that the war was being won and the
Chinese adventure paying a dividend at last. The sponsors
of the scheme reckoned without the devastating commercial
acumen of the Chinese. I have mentioned already that our
dealers in Hankow were selling fifty thousand cigarettes at cost
for the sake of the profit obtained by selling the empty "case.
All went well for a few weeks, but little by little the Chinese
shops opened up again. They were never as neat and clean
as the Japanese next door, but their prices were lower for the
same goods or services. The Japanese could never master the
intricate background of credit and interest which enables the
Chinese purveyor to sell his goods apparently at a loss, and it
cost them, as strangers, more to live ; one by one the shops
put up their shutters and the discouraged proprietors took their
humble wives and square-fringed, sloe-eyed children on to the
next ship for Shanghai. Whether these advertisements of
colonial failure ever went back to Japan I do not know. I
doubt it.

So much for the retail side. On the wholesale scale, Japan
soon had at her feet the areas which produced most of the goods
she required of China, a notable exception being wood-oil, the
bulk of which was still out of her reach. Japanese currency,
the Federal Reserve Bank notes, had displaced the Chinese
dollar in the North, so that Japan could pay for Chinese goods
and services in her own paper. The only snag was that if she
exported goods to China she received only her own paper in
payment, and was no better off in respect of the foreign exchange
with which she was buying copiously from the Americans and
British Empire the materials she was later to use against them.
The Army could organise vast foraging expeditions, extracting
food from the farmers at the point of the bayonet, but by the
time the Army had filled its own stomach there was not much
over for hungry, rationed Japan. Broadly speaking, Japan was
at this time drawing as much from China as before hostilities,
and paying the same price plus the maintenance in clothing,
equipment and pay of about one million soldiers.

Strategically, Japan was well placed.   She held all the ports
she considered worth-while, and had troops far in the interior
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